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1 . FIRST- YEAR REVIEW OF GSP BENEFITS FOR EGYPT REVEAL 
FAVORABLE UPWARD TREND FOR EGYPTIAN EXPORTS, ALTHOUGH ACTUAL 
VALUES ARE STILL VERY SMALL. TOTAL TRADE IN GSP CATERGORIES 
AMOUNTED TO JUST OVER $2 MILLION IN 1976. BASED ON FIGURES 
PROVIDED BY DEPARTMENT THERE WAS FIVE HUNDRED PERCENT INCREASE 
IN VOLUME OF TRADE IN THOSE CATEGORIES OF EGYPTIAN EXPORTS 

TO THE UNITED STATES ELIGIBLE FOR GSP BENEFITS. ROUGHLY FIFTY 
PERCENT MORE GSP QUALIFIED CATEGORIES WERE EXPORTED IN 1976 
THAN IN PREVIOUS YEAR. BULK OF THESE EXPORTS (ABOUT 88 PERCENT) 
ENTERED THE U.S. WITH FULL GSP BENEFITS, INDICATING AN UNDER- 
STANDING ON PART OF EGYPTIAN EXPORTERS OF VALUE OF SEEKING GSP 
PREFERENCES. ALMOST ALL OF COMMODITIES ON U.S. GSP LIST THAT 
ARE EXPORTED FROM EGYPT ARE PRODUCED BY PRIVATE SECTOR, 

WHICH IS BECOMING INCREASINGLY ACTIVE AGAIN AFTER YEARS OF 
QUISENCE. WE WOULD EXPECT THEREFORE THAT UPWARD TREND 
WOULD CONTINUE IN SUCCEEDING YEARS. IT IS OUR IMPRESSION 
THAT PRINCIPAL STIMULUS FOR INCREASE IN EXPORTS WAS 
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AMERICAN IMPORTER INITIATIVES TO EGYPTIAN PRIVATE SECTOR 
PRODUCERS, RATHER THAN THE REVERSE. 

2. REGARDING POSSIBILITY FOR NEW INVESTMENT AND EXPANSION 
INTO ADDITIONAL GSP CATEGORIES, FACT THAT IT IS PRIVATE 

SECTOR WHICH PRODUCES MOST ELIGIBLE COMMODITIES WOULD INDICATE 
THAT THERE WILL NOT BE GREAT EXPANSION IN NEAR TERM. GOE 
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HAS HAD STRUCTURAL DIFFICULTY IN FINDING FORMULA TO ESTIMULATE 
INCREASED PRODUCTION THROUGH PRIVATE INVESTMENT, BOTH FOREIGN 
AND DOMESTIC. GSP BENEFITS WILL NOT SIGNIFICANTLY ALTER 
PERCEPTION OF OTHER OBSTACLES, ALTHOUGH IT IS IN AREA OF 
EXPORT EXPANSION THAT GOE WOULD LIKE TO ENCOURAGE NEW 
INVESTMENT. 

3. IN DISCUSSION PRIOR TO RECEIPT OF 1976 GSP TRADE FIGURES 
FOR EGYPT, MINTRADE OFFICIALS WERE GENERALLY PESSIMISTIC 
ABOUT PROSPECTS FOR GROWTH IN EXPORTS ELIGIBLE FOR GSP, 

PRIMARILY BECAUSE PRIVATE SECTOR IS PRINCIPAL PARTICIPANT, 

IS NOT AMENABLE TO DIRECT CONTROL AND IS NOT FOCUS OF GOE'S 
GREATEST CONCERNS. MINTRADE, AS REPRESENTATIVE OF PUBLIC 
SECTOR, WOULD OF COURSE LIKE TO SEE TARIFF AND TRADE OBSTACLES 
TO PUBLIC SECTOR EXPORTS, NAMELY COTTON TEXTILES, RELAXED. 
ACCORDING TO PRELIMINARY CENTRAL BANK DATA SHEETS, THEY SAID 
1976 HAD WITNESSED FOURFOLD INCREASE IN EGYPTIAN EXPORTS 

TO U.S. (THEIR FIGURES DO NOT NECESSARILY AGREE WITH OURS) 

BUT THAT MOST OF THE INCREASE WAS IN NON-GSP CATEGORIES. 

(FYI : MINTRADE MENTIONED SHARP INCREASE IN SALE OF CRUDE 
PETROLEUM TO U.S. WE BELIEVE THIS MAY REFLECT RECORDING 
PURCHASE BY AMERICAN OIL COMPANIES OF EGYPTIAN CRUDE OIL, 

MOST OF WHICH IS NOT DESTINED FOR U.S. ITSELF. WE ARE STILL 
TRYING TO CLARIFY THIS MATTER. END FYI.) 

4. MINTRADE OFFICIALS. WHO STILL MAINTAINED POSSESSION 

OF LARGE STACK OF GSP BROCHURES SENT TO THEM FOR DISTRIBUTION 
TO APPROPRIATE AGENCIES AT INCEPTION OF PROGRAM. ASKED IF THERE 
WERE ANY HELP EMBASSY MIGHT BE ABLE TO GIVE THEM IN DISSEMINATING 
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INFORMATION ABOUT GSP. SPECIFICALLY. MINTRADE SAID THAT AS 
PART OF ITS OWN FIRST YEAR REVIEW, THEY HAD ASKED MININDU STR Y 
(WHICH SUPERVISES PUBLIC SECTOR PRODUCTION) TO IDENTIFY THOSE 
ITEMS ON GSP LIST WHICH ARE PRODUCED (IN PUBLIC SECTOR) IN 
EGYPT TO SEE IF THERE WERE POSSIBILITY FOR EXPANSION OF TRADE. 

5. COMMENT. BECAUSE OF ALMOST EXCLUSIVE PRIVATE SECTOR 
INVOLVEMENT IN GOP BENEFITS WE DO NOT FIND SURPRISING FACT THAT 
MINTRADE HAS NOT MOVED VERY FAR OFF MARK IN PROMOTING GSP 
BENEFITS AVAILABLE TO POTENTIAL EXPORTERS. WE ARE TRYING TO 
OBTAIN INFORMATION FROM EXPORT CONTROL ORGANIZATION ON 
INDIVIDUAL EXPORTERS TO SEE IF THESE EXPORTERS HAVE ANY 
THOUGHTS ON GSP OPERATIONS AND IF THEY HAVE ANY PLANS FOR 
EXPANSION OF PRODUCTION FACILITIES. 

6. MINTRADE ALSO TOLD US THAT IT WAS UNDERTAKING STUDY OF 
COMPARISON OF VARIOUS GSP BENEFITS AND WOULD LET US HAVE 
THEIR RESULTS WHEN COMPLETED. THEY NOTED HOWEVER THAT NO 
OTHER SYSTEM OFFERS COMPLETE REDUCTION IN TARIFFS. FOR 
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WHICH THEY EXPRESSED APPRECIATION. 

MATTHEWS 
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